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Introduction


During the demonstration period of the Microloan Program, SBA established an approach to the assignment of territories to intermediary lenders based on the intent of Congress that geographic coverage be as broad as possible.  Generally it was accepted that if an organization were assigned to a territory, the SBA would require prospective intermediaries seeking to serve the same or overlapping territories to obtain a letter from the existing intermediary.  This letter was to provide evidence that the organizations would not duplicate services but would compliment each other within a geographic location.  Thus, SBA was provided with evidence of due diligence in ensuring that no area was over-served while many remained un-served.  

Due to program growth and the need to establish written policy, this Notice clarifies the issue of shared territories under the Microloan Program.  It includes some procedural requirements and discusses issues field offices should consider in their geographic areas.

Issues to be Considered

While each situation will have many unique facets, there are some general considerations that are likely to apply in most cases.

· Are multiple intermediaries marketing to the same potential borrowers?

· If yes, is there enough demand to support 2 (or more) organizations?

· If no, are the intermediaries willing to complement each other with mutual referrals and joint marketing?  

· How can the field office assist the intermediaries in reaching other eligible populations while recognizing that the intermediary is in control of establishing its own credit policies and marketing choices?

Implementation for New Intermediaries

Effective immediately, if an organization is applying for participation as an intermediary lender under the Microloan Program and, it seeks to do business in an area currently served by another SBA Microloan Program intermediary lender, it should contact the existing intermediary lender to notify that intermediary of its application intentions.    Secondly, the applicant organization must contact the local district director, or his/her designee, to similarly discuss the application.

The district director, or designee, will encourage dialogue between the applicant and existing organizations.  If necessary, the district director may contact the Microenterprise Development Branch to discuss multiple intermediaries for the market area.

All applications for participation in the Microloan Program require a recommendation letter from the district director.  Therefore, based on the analysis, the district director will discuss the appropriateness of multiple intermediaries for a single service area in his or her letter of recommendation to the Microenterprise Development Branch.  The recommendation will be considered as a part of the final decision regarding participation.  

Implementation for expansions
If an organization is an existing intermediary, and seeks to expand into another intermediary’s service area, it will be expected to contact its counterpart to open dialogue regarding the expansion.  Again, the district director, or designee, must be contacted.

The district director will participate in a dialogue with the applicable analyst in the Microenterprise Development Branch.  The district director will be relied upon to provide a written recommendation regarding multiple lenders in one area.  The district director’s recommendation will be considered as part of the final decision.

Factors Affecting the Final Decision
It is possible that some expansion requests will be denied based on the broader comparison of the number of operating intermediaries in relation to the number of available intermediary slots.  It is expected that there will be greater flexibility in approving more intermediaries in the future.  However, it is possible that some expansion requests will be denied based on how close the Agency is to its overall limit on the number of intermediaries balanced against the number already sharing an area and how much unserved territory remains.  The availability of grant funds for technical assistance will also be a strong consideration in the approval of new intermediaries. 

Please call (202) 205-6485 and ask for the analyst responsible for your state if you have questions about this Notice or want to discuss a potential new or expanding intermediary.

___________________________

Jane Palsgrove Butler

Associate Administration 

      for Financial Assistance

Expires: 8-1-2001
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